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GREECE: KEY ECONOMIC INDICATORS 
All values are in millions of dollars and represent period averages unless 


otherwise indicated. Exchange rate: U.S.$1=55.4 (1981), 66.8 (1982), 86 (1983 
forecast) drachmas. 


1981 1982 % Change 19834 
82781 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices? 39,970 39,048 37,3009 
GNP at Constant (1970) Prices® 8,658 7—aao 5,5009 
Per Capita GNP, Current Prices U.S.$>5 3,898 3,969 3,7559 
Gross Fixed Asset Formation, 

Current Prices® 5,526 5,240 4,3609 
Disposable Personal Income, 

Current Prices 30, 000f 30,650f 29,0009 
Indices: (1970=100) 

Industrial Production 194.3 186.3 180 

Avg. Labor Productivity N/A N/A N/A 

Avg. Industrial Wage 630 826 980 
Avg. Industrial Wage 

Drachmas Per Day 802 1,053 1,245 
Labor Force (millions)9 3.7 3.7 3.7 
Unemployment Rate %) 4.1 6.1 8.0 


MONEY AND PRICES 


Money Supply 6,086. 6,080. 5,7009 
Bank of Greece Rediscount Rate 20.52 20.52 20.5 
Consumer Price Index (1974=100) 300 362.9 445 
Wholesale Price Index (1970=100) 539 B25. 760 
Retail Sales Value Index 

(June 1974=100) 535.2 388.7 460 


BALANCE OF PAYMENTS AND TRADE : 


Gold & Foreign Exchange ReservesJk 1,169 1,011 1,000 
External Public DebtJ 5,550 6,500 7,500 
(excludes short-term) 
Debt Service™ 1,700 1,700 --- 1,700 
(excludes short-term) 
Current Account DeficitJ" -2,408 -1,897 -21.2 -1,800 
Trade DeficitJ" -6,697 -5,940 -11.3 -5,600 
Exports, FoBJN 4,772 4,139 -13.3 4,100 
U.S. Share %° 8.7P 8.9P -<- 8.0 
Imports, CIFJN 10,468 10,079 “12.2 9,600 
U.S. Share %9 5.5 4.5 -e 5.0 
Main Imports from United States Food products and live animals $58, $70; 
1981, 1982 machinery and transport equipment $122, $89; 
other manufactured goods $108, $74; 
chemicals $54, $37; raw materials $92, $1ll. 


a-Forecast. b-Market prices. c-Because the drachma depreciated against the 
dollar, these percentages are different from the drachma value changes. GNP in 
drachma constant prices dropped by 1.5 percent in 1981 and by 0.5 percent in 
1982. d-The projected depreciation of the drachma in terms of the dollar in 
1983 causes 1983 forecasts in dollars to show lower amounts or increases than 
the corresponding figures in drachmas. e-Excl. dwellings. f-Estimate. g-1981 
census. h-149,000 unemployed - 1981 census. i-Since July 1980, 20.5%. j-End 
period. k-Revised figures: include documentary credits (mostly credit 
facilities). 1-Medium- and long-term including suppliers' credits. m-Public 
and private including suppliers' credits of over one year. n-Bank of Greece 
data. o-Customs (National Statistical Service) data. p-48% is petroleum 
products in 1981 and 60% in 1982. 


Source: Bank of Greece, National Statistical Service, and other agencies. 
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SUMMARY 


Greece's socialist government has in recent months shifted 
toward less expansionary economic policies than those 
prevailing in October 1981 when it took office. The public 
sector borrowing requirement (PSBR) as a percentage of GNP fell 
in 1982 from the high point reached in 1981. In the four years 
to 1981, the PSBR doubled as a percentage of GNP going from 8 
percent in 1978 to at least 17 percent in 1981. In 1982, the 
PSBR fell somewhat to 15 percent of GNP. 


Countering the impact of this decline in the PSBR was the 
Government's expansionary incomes policy in 1982. The hope 
last year was that an increase in worker incomes, particularly 
at the lower end of the scale, would bring about a recovery. 
Instead, Greek households chose to buy foreign instead of 
domestically-produced goods, aggravating thereby the problems 
of Greek industry. Although the current account deficit 
improved in 1982, this was due largely to the reduction in 
domestic oil stocks (permitting lower oil imports) and the 
sharp increase in EC net transfer payments. Greece's 
underlying trade position in 1982 (along with shipping and 
tourist receipts) actually worsened while private capital 
inflows fell. Thus, the boost in real incomes combined with an 
overvalued drachma was reflected in an overall deterioration in 
Greece's balance of payments. The balance of payments remains 
the major constraint to economic recovery in Greece. 


The Greek Government has adopted a gradualist approach toward 
introducing economic adjustment measures. The Government's 
strategy is to reduce gradually the public sector deficit and 
rely heavily on a restrictive incomes policy, both to improve 
Greece's competitiveness in external markets and to reduce the 
government's wage bill. The Government also devalued the 
drachma by 15.5 percent at the beginning of the year in an 
attempt to break out of the inflation-depreciation cycle 
created by the previous downward slide of the Greek currency. 
To counter the inflationary impact of the drachma's 
devaluation, the government has made extensive use of price 
controls. Finally, to cope with the problem of militant trade 
unionism, Greece's socialist government has introduced a 
restriction on strikes in the public sector. 


Although it is too early to judge the success of this more 
restrictive course, it appears that it will be essential for 
the Greek Government to reduce further Greece's high public 
sector borrowing requirement and liberalize financial flows 
before a sustained economic recovery can take place. The Greek 
Government will also need to control the growth of the 
country's external debt. Greek Government data tends to 
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understate the country's private debt levels. Most major banks 
lending to Greece estimate that, at the end of 1982, Greece's 
gross external public and private debt exceeded $10 billion. 
On the positive side, however, Greece's debt-service ratio (as 
a share of current account earnings) was still below 20 percent. 


CURRENT ECONOMIC SITUATION AND TRENDS 
ECONOMIC PROBLEMS PERSIST 


Greece's economic problems persist despite Government efforts 
to address’ them. Greece entered 1983 with an _ economy 
characterized by deepening recession, declining industrial 
production and exports and rising unemployment. World economic 
problems also have influenced the Greek economy. GNP fell in 
1981 by 1.5 percent in real drachma terms comparec with 1980. 
Gross fixed investment also declined by 10.1 percent in 1981, a 
drop for the third consecutive year. Gross fixed investment 
declined again by about 10 percent in 1982, and it might fall 
further in 1983. GNP also declined by 0.5 percent in 1982 in 
real drachma terms. Despite government expectations for a 1.5 
percent real growth, no recovery is expected for 1983. 


Unemployment among the 3.7 million labor force, which reached 
4.1 percent by mid-1981, is estimated to have exceeded 6 
percent by the end of 1982. The forecast for 1983 is a further 
increase to about 8 percent. Adversely affected by’ the 
deepening recession, urban unemployment reached 8 percent in 
1982 and it might top 10 percent in 1983. Although inflation 
declined in 1982 to 21 percent, this has been achieved in part 
through increasingly strict application of price controls. 
Despite a tightening of price controls and contrary’ to 
government expectations, inflation is expected to exceed 20 
percent in 1983. Fueling inflation will be a public sector 
deficit equal to last year's (15 to 16 percent of GDP) and the 
15.5 percent devaluation of the drachma in January of this year. 


GOVERNMENT POLICIES PROMOTE EXPANSION OF THE PUBLIC SECTOR 


Greece's fiscal and monetary policies were strongly 
expansionary in 1982. After taking office in October 1981, the 
new socialist government adopted policies which’ promote 
expansion of the public’. sector. In addition, lower-paid 
employees received substantial real increases thanks to a 
generous 1982 incomes policy. However, this policy failed to 
bring about recovery and, instead, eroded Greece's 
competitiveness. Expansion of the public sector continued in 
1983. State budget expenditures are projected to increase by 
28.6 percent to 1.16 trillion drachmas. According’ to 
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Calculations based on government figures, public sector 
deficits as a percentage of GDP at market prices is estimated 
at 15.2 percent, the same level as in 1982. However, this 
figure may be exceeded due to a possible shortfall of revenues 
and to higher deficits of public enterprises. The Government 
also announced a more than accommodating monetary policy for 
1983, with domestic credit expansion (DCE) projected to grow at 
about 30 percent. DCE in the public sector is set at 40 
percent, almost double the rate of projected GDP nominal 
growth. The 1983 monetary policy favors not only the public 
over the private sector, but also within the latter, the 
agricultural and construction sectors over industry and 
commerce. 


GOVERNMENT FIGHTS INFLATION WITH INCOMES AND PRICE CONTROLS 


On the other hand, the government enforces a restrictive 
incomes policy for both the private and the public sector 
through a delayed partial implementation of the salary/wage 
indexing to inflation. Although incomes policy guidelines are 
still unclear, the expectation is that public sector employees 
will receive during 1983 money increases equal to 12 to 16 
percent of their end-1982 levels. Some employees of private 
sector enterprises may receive more, but overall the nominal 
wage growth should still be below 20 percent. As the public 
sector borrowing requirement will probably remain above 15 
percent of GDP, and as the effects of the January devaluation 
of 15.5 percent will be felt throughout 1983, it appears 
unlikely that inflation could fall below 20 percent, even 
through stricter application of price controls. Stricter price 
controls of some goods could be counterproductive by further 
reducing profitability prospects and negatively affecting 
private investment. 


DRACHMA'S DECLINE IMPROVES COMPETITIVENESS... 


Effective January 10, 1983, the Greek Government devalued. the 
drachma by about 15.5 percent against all foreign currencies. 
Thus the drachma changed overnight from the previous rate of 
70.9 drachmas per dollar to 83.38 drachmas per dollar. This 
was the first official drachma devaluation since 1953. Since 
1953, when the parity of 30 drachmas per dollar was 
established, the drachma's value vis-a-vis the dollar remained 
virtually unchanged until 1975. In 1975, the authorities 
permitted the drachma to slide to 36. Despite rising unit 
labor costs in the years since 1975, the drachma's value 
remained virtually unchanged against the dollar until the end 
of 1979 when the dollar began to climb in value against all 
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major currencies. The Greek authorities allowed the dollar's 
steady appreciation against the currencies to be reflected in a 
downward slide and, at the same time, apparently sought to 
improve competitiveness by adjusting for Greece's high rates of 
inflation. As a result, the drachma depreciated rapidly from 
37 to 71 drachmas to the dollar in ae relatively brief 
three-year period. This represented a fall of nearly 50 
percent in the drachma's value relative to the U.S. dollar. 


-.--BUT FUELS INFLATION 


The combined effect of the government's expansionary policies 
and the Central Bank's exchange rate policies was the fueling 
of inflation. However, the above developments relate only the 
nominal changes in the drachma's value. The effective exchange 
rate adjusted for industrial prices and unit labor costs showed 
significant appreciation. To restore that competitiveness, the 
Greek Government opted for the January 15.5 percent devaluation 
instead of a continuous sliding of the drachma. The drachma is 
linked to a basket of currencies, but as the Minister of 
National Economy stated, it would not depreciate beyond the 
limit of 84 drachmas per dollar, barring any sudden 
strengthening of the dollar in the world markets. Following 
the March 22 currency realignment in the European Monetary 
System, the drachma retained its parity with the dollar and the 
deutschmark, adjusting its parity, however, with the other 
currencies accordingly. As of the end of May, the drachma has 
appreciated in nominal terms by 12.4 percent against the French 
franc and 9.3 percent against the Italian lira, compared with 
the rates established by the January 9 devaluation. The Greek 
drachma has also gained 6.3 percent against the deutschmark and 
6.9 percent against the ECU, compared with January 9 rates. 
Based on first quarter data, Greece's inflation rate in 1983 
may approach 23 percent (three times the average in the EC and 
four times that in the United States) and continues to exert 
significant pressure on the drachma. Therefore, it is likely 
that the Government will need to adjust the drachma value 
before the end of the year to preserve the competitiveness of 
the Greek economy. 


BALANCE-OF-PAYMENTS PROBLEMS EASED BY RECESSION AND EC INFLOWS 


The improvement in the 1982 balance of payments reflects the 
deepening recession in Greece, declining oil imports, and 
increased EC net transfer payments. Declining private capital 
inflows necessitated official borrowing of $1.7 billion. 
Imports fell by 12.1 percent to $10,079 million influenced 
largely by the fall in fuel imports which declined by 25 
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percent to $2,766 million. Non-fuel imports declined 6 percent 
while exports fell by 13.3 percent to $4,139 million. The 
large decline in fuel imports was due to the government's 
policy of drawing down its large oil stocks. Thus, Greece's 
underlying external trade position actually deteriorated. In 
the invisibles, the most important changes include a 9.4 
percent decline in shipping remittances to $1,665 million, 
mainly due to slack demand in world shipping and an increasing 
number of laid-up (idle) ships; an 18.4 percent drop in tourist 
receipts to $1,535 million; and a $550 million net inflow from 
the EC. The current account deficit declined by 21.1 percent 
to $1,897 million. On the other hand, autonomous capital 
inflows were down by more than one-third, reflecting the still 
uncertain business climate and a weak real estate market. 
Official borrowing reached $1.7 billion and gold and foreign 
exchange reserves dropped to $1,011 million. 


EXCESS CONSUMPTION "CROWDS OUT" INVESTMENT 


One of the persistent problems of the Greek economy in recent 
years has been inadequate levels of investment and excess 
public and private consumption, relative to resources. Excess 
consumption has been apparent in the large public’ sector 
borrowing requirements since 1979 and in the deterioration 
since then in the balance of payments. The excess consumption 
translated into an official foreign borrowing requirement of 


$1.7 billion in 1982 and there appears little prospect for an 
improvement in 1983. A key government economic. policy 
objective for 1983 is to reverse the trends of earlier years by 
shifting resources from consumption to investment in 1983. 
Much of the boost in investment is expected to be generated by 
a government public investment program which will increase by 
48 percent over 1982 levels. 


THE INVESTMENT CLIMATE SHOWS LITTLE IMPROVEMENT 


The extensive boost in public investment in the context of very 
high public sector deficits has given rise in the business 
community to fears that private enterprise financing will be 
"crowded out". This development has aggravated what some would 
characterize as a problem of “business confidence" and a “poor 
investment climate". Such general psychological formulations 
refer in part to uncertainties and lack of clarity in 
government economic policies, as well as to specific measures. 
One such measure, for example, is the limitation on financial 
flows. Despite the requirement to liberalize financial flows 
in accordance with EC laws, the Greek Government retains 
restrictions on the repatriation of profits and capital. In 
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addition, there are also price controls which reduce profit 
margins, and extensive administrative intervention in the 
banking system. (Credit is allocated not by borrower risk or 
maturities.) The ultimate effect of (a) extraordinarily large 
public sector borrowing requirements, (b) high inflation, (c) 
government intervention in the market place, and (e) labor 
tensions is producing a weak private investment climate. As 
noted above, the Greek Government is attempting to improve this 
climate through a restrictive incomes policy and limitations on 
strikes by a minority of union members, and by a gradual 
reduction in public consumption, as well as by boosting 
investment in the public sector. 


EXTERNAL DEBT GROWS RAPIDLY 


Increases in public investment help offset the decline in 
private investment but also work against government efforts to 
reduce the public sector borrowing requirement (PSBR). The 
high PSBR also aggravates balance-of-payments deficits which 
must, in turn, be financed by foreign borrowing. Greece's 
external debt has in recent years grown rapidly and has not 
been matched by a comparable growth in current’ account 
earnings. According to major U.S. banks, Greece's’ gross 
external public and private debt (including short-term bank 
credits and supplier credits) exceeded $10 billion at the end 
of 1982 and that the country's annual gross_ borrowing 
requirement (including roll-overs of short-term credits) was 
possibly over $3.5 billion. Foreign exchange reserves (i.e. 
excluding gold) were $861 million at the end of 1982) or equal 
to about one month's imports. On the positive side, the 
country's debt-service ratio (as a share of current account 
earnings) remains below 20 percent and Greece retains the 
option of drawing on extensive European Community and IMF 
credit facilities. 


GOVERNMENT DIVERSIFIES OIL SUPPLIES AND BENEFITS FROM LOWER OIL 
PRICES 


The Government continues its policy of diversifying crude oil 
supply sources over different geographical locations. This 
includes the signing of intergovernmental crude supply 
agreements and resorting to spot market purchases to _ take 
advantage of attractive supply offers. So far, agreements have 
been signed with the Soviet Union and Libya. In negotiating 
intergovernmental agreements to meet crude requirements for 
1983, the Government has tried, with limited success, to link 
crude oil supplies with Greek exports or the settlement of 
outstanding debts as in the case of Libya. Greece, as an EC 
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member, is expected to align its petroleum policy with that of 
other EC countries by 1986. 


EC COMMISSION TAKES ACCOUNT OF GREEK REQUESTS 


Stressing the special nature and problems of the Greek economy, 
the perceived negative effects of Greece's accession to the EC, 
and the importance of harmonizing the requirements and benefits 
of EC membership with Greece's five-year plan, the Greek 
Government submitted on March 22, 1982, a memorandum to the EC 
requesting special arrangements. The memorandum asks for 
changes in some Community policies, and for new mechanisms to 
take into consideration the special nature of the Greek 
economy. Primary considerations addressed in the memorandum 
are: (1) payments related to agricultural marketing and 
development, (2) subsidization and protection of Greek 
industrial production, and (3) = additional funding ffor 
infrastructure. More specifically, Greece is asking for 
increased Community financial support for specific projects, 
derogation from Community competition rules for a _ longer 
period, revision of existing financial criteria, and special 
assistance to the countries in the Mediterranean region. 
Greece also asked for inclusion of the Athens and Thessaloniki 
areas in any Community financing and for the financing of large 
infrastructure projects. In its response and proposals to the 
Greek memorandum addressed to the Council of Ministers, the EC 
Commission took account of the Greek requests referring to them 
both in general terms and in detail. A significant EC effort 
is directed towards an integrated Mediterranean program which 
will respond to many of the Greek -demands outlined in the 
memorandum. This program provides for ECU 2,542 million to be 
invested by the Community in Greece for the period 1985-91 as 
follows: agriculture ECU 1,235 million; forestry ECU 120 
million; fishing ECU 139 million; and general economic 
development ECU 1,048 million. In addition to that program, 
the Community has responded positively to the Greek memorandum 
with decisions affecting agriculture, transport and_ the 
environment. The EC Commission also has sent several missions 
to Greece to examine in depth all aspects of the questions 
raised in the Greek memorandum, and it has stressed that the EC 
will ensure that Community action is in harmony with the 
economic policy pursued by Greece. There is general agreement 
that a merger of the smaller, more traditional, Greek economy 
into the larger, more modern, freer trading EC area calls for 
changes pervading all aspects of the economy. Some of these 
changes were phased in during the 18 years of association from 
1962-80 and the present period of transition allows continued 
staged alignment to EC rules and_ practices. However, 
year-to-year changes are not always easily absorbed. Remaining 
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tariffs and quotas between the EC and Greece are still being 
eliminated, and Greece is required to implement the Common 
Customs Tarriff and quotas consistent with EC policy for 
third-country products. Capital is to move freely between 
Greece and the other nine EC members beginning in 1986. 
Clearly on the plus side, according to Government projections, 
net payments from the EC to Greece are to increase to a maximum 
of $900 million in 1983, up from $550 million in 1982. Such an 
amount will be a significant help in terms of 
balance-of-payments problems and it will reduce the State 
budget deficit accordingly. 


RECOVERY TO BE POSTPONED FURTHER 


Greece, like many other countries, is beset with economic ills 
which have been exacerbated by the problems facing the world 
economy. Despite earlier government optimism, there probably 
will be no growth in 1983 as was the case in 1982. The 
Government expects the economy to pick up in the second half of 
1983, but this is unlikely to happen unless the _ business 
Climate and the performance of the government machinery are 
improved. Some growth in the services sector, due to rising 
public sector expenditures, might be counterbalanced by 
weakening business activity. Industrial production, 
particularly manufacturing, might decline further in 1983. 
Construction activity remains depressed. The primary sector is 
unlikely to grow after showing a 3.5 percent increase in 1982. 
Inflation is expected to exceed the Government's target of 20 
percent, despite the tightening of price controls which will 
further reduce profits and affect capital availability for 
further investment. Unless recession is checked and business 
confidence is restored, Greece might not be able to take full 
advantage of the expected recovery of most western economies. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. EXPORTERS CAN FIND OPPORTUNITIES WITH PERSISTENCE, 


PATIENCE, AND FOLLOW-UP 


Although Greece is a small market, many American firms have 
found a good niche there and thus new-to-export firms should 
not ignore export opportunities to this mewest European 
Community (EC) member. If American suppliers are willing to 
devote persistent and aggressive marketing efforts, they can 
revive the preference for U.S. goods and technology in many 
market sectors which now is dormant due to the advantages of 
lower shipping costs and reduced tariffs enjoyed by EC 
exporters. Most export opportunities stem from Greece's need 
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to modernize its industrial base in order to face the stiff 
competition within the unified EC market. This may force the 
country to import high-technology goods and consulting services 
in which U.S. firms have a distinct edge. Certainly the 
Government's ambitious plans for development of its 
transportation, energy, telecommunications, and metals/minerals 
sectors offer major opportunities for U.S. firms, discussed in 
more detail below. However, doing business in Greece is not a 
simple, straightforward matter, and lack of familiarity with 
the labyrinth of government regulations can lead to frustrating 
delays in licensing approvals or customs clearances.’ It is, 
therefore, usually preferable to enter the Greek market through 
either an agent or distributorship relationship. (Assistance 
in locating an appropriate agent or distributor can be obtained 
by contacting the nearest Commerce Department District Office.) 


BEST EXPORT PROSPECTS 


Despite the prevailing uncertainty in the market and a general 
lack of investment activity, good opportunities exist for 
increased sales of pollution control equipment, security and 
safety equipment, food processing and packaging equipment; 
telecommunications equipment; computers, peripherals, and 
software; medical instruments and equipment; analytical and 
scientific instruments; electronic components; and business 
equipment. [Relevant details are available from the U.S. 
Department of Commerce Greek Desk Officer, Ann Corro (tel: 
202-377-3945), and from the Commercial Section of the American 
Embassy in Athens. ] 


COMPETITION FOR THE GREEK MARKET STIFFENS 


The EC, which has accounted for over 40 percent of Greek 
imports during the period 1976-80, increased its share to oveu 
50 percent in 1981, the first year of Greece's membership in 
the EC. Although its share was limited to 47 percent in 1982, 
the EC remains Greece's largest supplier. At the same time, 
the middle East and Africa which have accounted for about 20 
percent of the Greek import market have increased their share 
to 26 percent in 1982 as a result of greater government efforts 
to strengthen trade relations with these countries. The U.S. 
share, which had peaked at 8.4 percent in 1976, gradually 
declined during the following years to 4.5 percent in 1982 (6.7 
percent in 1978, 5.7 percent in 1979, 5.4 percent in 1980, 5.5 
percent in 1981). In value terms, U.S. exports to Greece 
increased from $411.8 million in 1976 to $480.2 million in 
1980, but declined to $453.0 million in 1981 and to $420.9 
million in 1982. Corn imports, which accounted for about 
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one-third of U.S. exports to Greece during the 1977-79 period, 
declined continuously during the last three years due to a 
significant increase in domestic corn production. Machinery 
and transport equipment, which dominated U.S. exports to Greece 
during the 1967-76 decade, declined to about a 22-23 percent 
share during the period 1977-80, recovered to a 27 percent in 
1981 as a result of greater government outlays, but declined 
again to a 21 percent share in 1982 due to continuing 
stagnation in the country's domestic and foreign investment 
sectors. Crude materials (mainly oil seeds, textile fibers, 
minerals ‘and scrap metal) dominated U.S. exports to Greece 
during the last three years. The foregoing is based on 
National Statistical Service data which may understate U.S. 
exports to Greece by several hundred million dollars and the 
U.S. share of the Greek import market by several percentage 
points as a result of their commodity coverage (which excludes 
military ware), timing, and valuation bases. 


EXPORT PROMOTION EVENTS 


An effective way of introducing U.S. products, contacting 
potential end users, appointing representatives or supporting 
an existing distributor is through trade promotion events 
sponsored by the U.S. Department of Commerce and organized by 
the Foreign Commercial Service personnel at the U.S. Embassy in 
Athens. Detailed information on the following upcoming events 
can be obtained from the Greek Desk, U.S. Department of 
Commerce, tel: (202) 337-3945. 


Thessaloniki International Fair September 1983 


Analytical and Scientific Instruments, 
Catalog Show November 1983 


Telecommunications Equipment, Seminar/ 
Trade Mission _ April 1984 


NEW INVESTMENT INCENTIVE LEGISLATION 


The new investment incentive Law 1262 went into effect on June 
16, 1982, superseding Law 1116/81. Law 1262 is designed to 
stimulate local and foreign investment, reactivate economic 
development, enhance balanced economic growth, and promote 
Greece's social targets by extending additional incentives to 
local govenment (municipality, community, etc.) enterprises, 
cooperatives, workers and seamen, and introducing State 
participation in private investment projects. The benefits of 
the law apply to “productive" investments and a broad range of 
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entrepreneurial activities, as defined in the law. Investment 
incentives extended under the law include (a) non-repayable 
State grants covering part of investment expenditure, (b) State 
subsidies on interest of public bond loans and loans from banks 
or other financing institutions, (c) deductions from taxable 
net profits, and (d) additional depreciation over and above 
established mandatory rates. Investment grants, the most 
important facet of the law, may be as high as 50 percent of 
total investment expenditure. Grant assistance is tied to a 
minimum capital contribution on the part of the investor, fixed 
as a percentage of investment expenditure and amounting to up 
to 35 percent. Non-repayable grant assistance applies to 
investments of up to 400 million drachmas. For the segment 
over and above 400 million drachmas, grant assistance may be, 
depending on the case, in the form of either total or partial 
State participation in the capital stock of the investing 
enterprise. To encourage investment by local government 
enterprises, cooperatives, Greeks working abroad and Greek 
seamen, maximum rates of grant assistance will be raised by 15 
percentage points. Growing attention to environmental 
protection, energy conservation, industrial, mineral and energy 
research, and technological advancement is reflected in the 
extension of the foregoing preferential grant rates (15 
percentage points over and above normal rates) to investment in 
these sectors. The Government has recently amended Law 1262 
without, however, changing its philosophy and_= substance. 
Amendments introduced are designed to simplify and speed up 
procedures governing the screening and approval of investment 
applications and to improve investment incentives corresponding 
to the development areas provided under the law. 


THE PETROLEUM SECTOR 


The Greek Government, despite its avowed intention to revise 
the Denison Consortium's 1975 oil exploration and development 
contract involving the Thassos concession and Law 468/76 
governing oil exploration and development in Greece, has not 
yet taken steps to this end. Denison's relations with Greece 
have improved following the signing of an agreement in February 
1983 between the Greek Government and the North Aegean 
Petroleum Company (NAPC) setting the price the Greek State will 
pay for Prinos crude (550,000 tons) during the first half of 
1983. Production at Prinos in 1982 totalled 1,063,000 metric 
tons of crude, 4.4 billion standard cubic feet of natural gas, 
and 99,000 metric tons of sulphur. The Government announced on 
April 19 cancellation of a planned $400 million petrochemicals 
complex on grounds of economic non-viability. The Greek 
Government statement pointed out that by cancelling the project 
and selling the equipment purchased, the Greek State will 
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suffer a much smaller loss than the $850 million projected for 
the first 15-year period of operation of the project. The 1983 
petroleum procurement policy, unlike previous years, will not 
depend heavily on intergovernmental agreements. With a 
strategic petroleum stockpile ranging from 1.5 million to 2 
million tons, the Government feels secure, given the present 
abundant supply of low-priced petroleum, in diverting its 
procurement policy from the intergovernmental agreement system, 
thus saving an estimated $300 million this year. Greece's 1983 
crude oil requirements are estimated at 9 million metric tons 
with indigenous production accounting for 11-12 percent of 
total. The Greek Government already has signed 
intergovernmental agreements with the Soviet Union and Libya 
providing for the supply of 1.5 million tons of Russian and 
400,000 tons of Libyan crude, respectively, to Greece in 1983. 
Greece has the option to buy an additional 400,000 tons of 
Libyan crude. The State-owned Aspropyrgos oil refinery 
obtained a 105 million pound sterling loan from a consortium of 
31 foreign banks headed by Lloyd's Bank to finance crude oil 
purchases. Construction of the two naphtha cracking units to 
produce rich gas at the Aspropyrgos refinery has been awarded 
to an Italian subsidiary of Babcock & Wilcox. Production of 
these units will feed the first section of a national 
distribution network for natural gas. Asprofos S.A., a 
corporation controlled by Aspropyrgos Hellenic Refineries S.A. 
(51 percent) and Foster Wheeler Italiana (49 percent), was 
established recently to act as consultant to the Aspropyrgos 
oil refinery on its $300 million expansion program involving 
installation of a catalytic cracker and revamping of the 
existing units. A study will be conducted on Greece's 
contractual commitment towards the EC to liberalize the 
domestic petroleum market by the end of 1985. Negotiations 
between the Greek Government and ESSO for a buyout by the Greek 
State of the ESSO industrial complex (oil refinery, 
petrochemicals and chemicals) and POL product marketing 
facilities are still going on. Effective January 6, retail 
prices for liquid fuels were raised by an average of 21.2 
percent. The Public Petroleum Corporation will invest a total 
of 3.5 billion drachmas on oil exploration in 1983 as against 
2.7 billion drachmas in 1982. 


MAJOR PROJECTS 


TRANSPORTATION PROJECTS: In January 1983, the Greek Government 
deferred for two years a final decision on whether to proceed 
with construction of a new international airport for Athens 
(Athens Airport, S.A.), for which earth-moving works at the 
Spata site have been nearly completed. The Government believes 
that the present airport at Hellenikon is adequate for the 
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capital's requirements for the next 5-7 years. Plans for 
construction of the Athens metro project also have been frozen 
for the next five years. Modernization and electrification of 
the railways network, costing $450 million, is scheduled to be 
completed in 1990 and tenders are being invited for portions of 
the project, including signalling and _  telecommunications 
systems for parts of the line. A container terminal and other 
port facilities, estimated to cost $35 million, are planned by 
the Port of Thessaloniki. 


TELECOMMUNICATIONS PROJECTS: Modernization of Greece's air 
traffic control system is being implemented by the Hellenic 
Civil Aviation Authority at an estimated cost of $70 million, 
with assistance of about $16 million from the European 
Investment Bank. Tenders for the supply of a radar simulator, 
a data processing and display system and a switching center are 
scheduled to be issued in mid-1983 as part of Phase I, which is 
scheduled for completion in 1986. Phase II, which will require 
radar, a flight plan processing system and other equipment, is 
scheduled for completion in 1989. The Hellenic 
Telecommunications Organization (OTE) proposes to _ install 
additional antennas for communications via satellite (INTELSAT) 
and to build a communications system for Greece's connection to 
the European Satellite Communications System (EUTELSAT), a 
ship-to-shore coastal station, and other facilities intended to 
improve Greece's telecommunications. . The NATO common 
infrastructure program for Greece includes certain 
communications projects such as submarine cable connections, 
radio links, air traffic control systems, etc. 


ENERGY PROJECTS: The Public Power Corporation (PPC) has 
submitted to the Greek Government for approval the latest 
version of its 10-year power development plan. The PPC 
continues to place emphasis on the development and utilization 
of local energy resources (lignite and hydro) and renewable 
energy resources (wind, solar and geothermal), although the 
latter will represent only a. small portion of overall power 
generation. The revised PPC plan is expected to provide for 
the supply and installation of two lignite-burning units of 
300MW each and about a dozen hydroelectric units totalling 
about 1,300MW. The revised plan may include one or two thermal 
units burning imported steam coal; steam coal may also be used 
for firing certain units to be converted from oil. Plans for a 
nuclear power plant have been shelved for the time being. 


AGRICULTURE AND SEWAGE PROJECTS: The Ministry of Agriculture 
is in the process of shortlisting qualified firms to supply and 
install 15-25 slaughterhouses in different parts of Greece. 
The World Bank has pledged funds to help finance several 
agricultural and sewage projects at various stages of 
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development: $25 million for the Thessaly deep well 
development project; $40 million for the East Vermion 
irrigation project; $30 million for vegetable production and 
marketing; $35 million for forestry development; and $36 
million for sewage works in Thessaloniki and Volos. Other 
projects are to be financed by the European Investment Bank 
(EIB) as part of the Evros Regional Development Project. EIB 
also is providing $42 million for irrigation networks in 
Macedonia and Epirus and $48 million for sewage networks in 
Ioannina, Kastoria, and Ptolemais. 


EDUCATIONAL AND HEALTH PROJECTS: Loan agreements totalling 

42 m™ on have been signed with the World Bank for four 
projects promoting technical education and vocational 
training. A $25 million (240-bed) heart-surgery hospital will 
be established in Isthmia, near Corinth, with assistance from a 
group of Greek and foreign investors. The Greek Government's 
health plan includes the construction of about 400 health 
centers beginning in 1983, but no specifics have yet been 
announced. 


FERTILIZER PROJECT: The Commercial Bank S.A. announced a: 4.5 

ion rachma investment for the expansion of the plant 
facilities of its subsidiary company the Phosphate Fertilizers 
Industry S.A. at Nea Karvali. The project involves’ the 
construction of an ammonia plant (400 ton per day capacity), a 
sulphuric acid unit (700 ton per day capacity), and a 
low-density polyethelene bag plant (7 million pieces per year 
capacity). The Dutch firm Kinetics Techology International 
will act as primary contractor for the construction and supply 
of the ammonia unit of the project. 


INDUSTRIAL PROJECTS: A 30,000 ton per year high carbon 
ferrochromium plant started operation in April 1983. The Greek 
Government has given preliminary approval for the construction 
of a 600,000 ton per year alumina project at a cost of $600 
million, which would exploit local bauxite reserves. The 
Soviet Union has provided the feasibility study for this 
project and discussions are continuing with the Soviets for a 
construction contract and supply of technology. A 23.8 billion 
drachma (U.S. $300 million) metallurgical complex to produce 
40,000 tons of zinc, 40,000 tons of led, 2.5 tons of gold, 110 
tons of silver, 40,000 tons of sulphuric acid, 90,000 tons of 
phosphoric acid and small quantities of cadmium and bismuth is 
scheguled to be established in Amphipolis, East Macedonia, by 
METVA (North Aegean Metallurgical Industries SiA.), a 
government-owned entity. Several ship-breaking units for the 
production of scrap, valued at 2.7 billion drachmas have been 
planned in order to meet the requirements of small steel mills 
and foundries and to supplant scrap imports. A dried lignite 
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unit to supply industrial and civilian fuel consumption 
requirements, in addition to a lignite gas unit, are also 
scheduled to begin operation as soon as they receive final 
government approval. An investment of 500 million drachma is 
estimated for the completion of these projects. The stainless 
steel project has been delayed pending finalization of 
discussions with the European coal and steel community and the 
EIB, which would provide financing. Smaller projects such as a 
240 million drachma unit to exploit indigenous quartz and 
feldspar and three smaller ship breaking units are also 
included in projects to be undertaken by Hellenic Industrial 
Development Bank (ETVA) and other State-controlleg banks. 
Greece's first imported coal terminal, owned by a private firm, 
with an annual capacity of 1 million tons per year started 
operation in the last quarter of 1982. 
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